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Bcf/d ESAI Natural Gas Supply Forecast by Region
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improvement with the com-
missioning of the Rockies
Express pipeline which is in the final stages of Phase Il development. This project is expected
to push as much as 1.5 Bcf/d of gas eastward from Wyoming to Missouri by January 2008.
Phase 111, which is expected to be completed by 2009, could eventually provide a total 1.8 Bcf/
d of takeaway capacity to stranded production in the Rockies - an increase of 0.3 Bcf/d over
Phase Il. This final phase of the project will deliver gas directly to Ohio (bypassing the Henry
Hub altogether) and will ease basis-pricing in the Midwest. This additional supply should also
result in softer Henry Hub prices over the 2-4 year horizon. Other pipeline projects have been
announced (Williams, Dominion) that will bring gas further east.

Exploration opportunities are very limited. The Energy Policy Act of 2005 provides
funds for study of opening up additional areas for exploration, but even if the findings of
these studies are favorable, it would not be at least until 2010 that drilling could commence
in new areas.

Imports from Canada have been decreasing. While there are some potential increases in
production in Canada, we are wary of commitments made, particularly in Ontario to reduce
or eliminate coal burning power plants. In Ontario, if the government follows through on
its coal elimination plan, Canada’s power demand would transfer to gas fired plants for the
most part, and demand would increase by 1.0 Bcf/day. To date, Ontario has been delaying
the closure of many of these coal plants and Ontario is making strides to increase wind and
nuclear capacity, mitigating this concern somewhat. We expect Canadian imports to de-
cline through 2010, when additional production could increase import levels above 9.0
Bcf/day.

LNG imports are increasing but at a slower pace than originally expected. We anticipate
several developments which will keep LNG from developing to the extent that many hope
will emerge. Firstly, terminal development has been slow, particularly in California and the
East Coast. Terminals in New Brunswick and the Gulf Coast are moving along, but the
pace is slow. Imports are likely to reach 2.5 to 3.0 Bcf/day only in 2009, much later than
ESAI had earlier anticipated. - Final approvals were received for the Excelerate LNG pro-
ject in Massachusetts. Excelerate will have the capability to deliver and gasify LNG from
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the LNG vessel directly into the Algonquin pipeline system. The project will deliver 0.4 Bcf/
d on average with a peak send out of 0.8 Bcf/d. This project will only have a slight impact
on basis prices in New England due to its limited transfer capabilities and the lack of any
associated storage facility.

LNG Supply is a major concern. We do not believe that there will be enough LNG supply to
meet the full throughput demands of the newly built terminals at least in the near future.
There should be enough to meet U.S. market needs for a while, but with domestic production
declines likely to continue, LNG is unlikely to meet the supply gap until the 5-10 year hori-
zon. Global competition for LNG already is significant and will continue to be a problem for
U.S. importers. Throughputs at existing terminals were lower in 2005 and flat in 2006 de-
spite increased capacity (see chart next page). This is counter to ESAI’s previous expecta-
tions of an increase in LNG imports from 2004 to 2005.

10) Demand is not bullish, however, a 5-6 percent growth from the power sector will provide

some overall demand growth. Industrial demand will be flat or decrease slightly. The latest
price increases have impacted industrial demand from sectors such as the petrochemical in-
dustry. If prices decrease to $5.00 to $6.00, we expect that some of this demand will increase
again providing bullish support to prices. Recent drops to $7.00 and below have resulted in
some return of demand from the petrochemical sector.

11) Hydro in the west is an area of concern with respect to the potential for increased gas de-

mand. There is always a potential for dry periods in the west which will decrease hydro pro-
duction, resulting in increased generation from gas fired generators and the attendant gas de-
mand.

In summary, the ESAI outlook is somewhat bullish for natural gas going forward. With

production capacity fully utilized and no spare production capacity, any supply disruption event
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has immediate and bullish consequences as was so well displayed with Hurricane lvan in 2004
and Hurricanes Katrina and Rita in 2005. If prices do decline, it will be due to moderate weather
patterns, as seen following the very mild winters of 2005/6 and 2006/7. At lower prices, some
industrial demand will return, providing a price floor of $5.00/MMBtu.
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ESAlI Domestic Natural Gas Supply Forecast Through 2016
(in billion cubic feet)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Canada (Net Imports)
TOT Forecast/Year 3,192 3,161 3,129 3,145 3,302 3,632 3,705 3,779 3,854 3,931
Forecast/Day 8.3 8.6 8.6 8.6 9.0 9.9 10.1 10.4 10.6 10.8
Net Change (65) (32) (32) 16 157 330 73 74 76 77
Percent Change -2% -1% -1% 0% 5% 9% 2% 2% 2% 2%
Percent Mkt Served 14% 14% 14% 13% 14% 15% 15% 15% 15% 15%
Rockies & NM
Colorado 1,214 1,256 1,300 1,346 1,393 1,442 1,492 1,544 1,598 1,654
Wyoming 1,842 1,952 2,070 2,194 2,325 2,465 2,613 2,770 2,936 3,112
Utah 306 309 311 313 316 319 321 324 326 329
New Mexico 1,662 1,670 1,678 1,687 1,695 1,704 1,712 1,721 1,729 1,738
TOT Forecast/Year 5,023 5,187 5,359 5,540 5,729 5,929 6,138 6,358 6,590 6,833
Forecast/Day 13.8 14.2 14.7 15.2 15.7 16.2 16.8 17.4 18.1 18.7
Net Change 156 164 172 181 190 199 209 220 231 243
Percent Change 3% 3% 3% 3% 3% 3% 4% 4% 4% 4%
Percent Mkt Served 22% 23% 23% 24% 24% 24% 25% 25% 26% 26%
Producing Area
Texas 5,339 5,382 5,425 5,469 5,512 5,556 5,601 5,646 5,691 5,736
Louisiana 1,245 1,220 1,195 1,172 1,148 1,125 1,103 1,081 1,059 1,038
Oklahoma 1,678 1,683 1,687 1,691 1,695 1,700 1,704 1,708 1,712 1,717
Arkansas 181 177 172 168 164 160 156 152 148 144
TOT Forecast/Year 8,444 8,461 8,480 8,499 8,519 8,541 8,563 8,586 8,610 8,635
Forecast/Day 23.1 23.1 23.2 23.3 23.3 23.3 23.5 23.5 23.6 23.7
Net Change 17 17 18 19 20 21 22 23 24 25
Percent Change 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Percent Mkt Served 38% 37% 37% 36% 36% 35% 35% 34% 34% 33%
GOM Federal Offshore
Shelf 1,592 1,433 1,290 1,161 1,045 940 846 762 686 617
Deepwater 1,311 1,416 1,529 1,652 1,784 1,926 2,080 2,247 2,427 2,621
TOT Forecast/Year 2,903 2,849 2,819 2,812 2,828 2,867 2,927 3,009 3,112 3,238
Forecast/Day 8.0 7.8 7.7 7.7 7.7 7.8 8.0 8.2 8.5 8.9
Net Change (80) (54) (30) (7) 16 38 60 82 104 126
Percent Change -3% -2% -1% 0% 1% 1% 2% 3% 3% 4%
Percent Mkt Served 13% 12% 12% 12% 12% 12% 12% 12% 12% 12%
Remaining Regions
TOT Forecast/Year 2,643 2,630 2,617 2,604 2,591 2,578 2,565 2,552 2,539 2,527
Forecast/Day 7.2 7.2 7.2 7.1 7.1 7.0 7.0 7.0 7.0 6.9
Net Change (13) (13) (13) (13) (13) (13) (13) (13) (13) (13)
Percent Change 0% -1% -1% -1% -1% -1% 0% -1% 0% -1%
Percent Mkt Served 12% 12% 11% 11% 11% 11% 10% 10% 10% 10%
LNG
TOT Forecast/Year 596 861 1,012 1,157 1,148 1,019 1,004 1,041 1,066 1,077
Forecast/Day 2.0 2.4 2.8 3.2 3.1 2.8 2.8 2.9 2.9 2.9
Net Change 13 265 151 145 (9) (129) (15) 37 25 11
Percent Change 2% 44% 17% 14% -1% -11% -1% 4% 2% 1%
Percent Mkt Served 3% 4% 4% 5% 5% 4% 4% 4% 4% 4%
Exports to Mexico
TOT Forecast/Year 344 330 310 291 274 257 242 227 214 201
Forecast/Day 0.9 0.9 0.8 0.8 0.8 0.7 0.7 0.6 0.6 0.6
Net Change (3) (14) (20) (19) (17) (16) (15) (15) (14) (13)
Percent Change -1% -4% -6% -6% -6% -6% -6% -6% -6% -6%
Total Supply 22,459 22,819 23,105 23,465 23,844 24,307 24,659 25,097 25,557 26,039
Forecast/Day 61.5 62.3 63.3 64.3 65.3 66.4 67.6 68.8 70.0 71.3
Net Change 30 360 286 360 379 464 352 438 460 482
Percent Change 0% 2% 1% 2% 2% 2% 1% 2% 2% 2%
Sys. Balance (Strg/Fuel) (0) 0 (0) 0 0 0 (0) (0) (0) 0
Net Supply 22,458 22,820 23,105 23,465 23,844 24,308 24,659 25,097 25,557 26,040
Net Supply/Day 61.5 62.3 63.3 64.3 65.3 66.4 67.6 68.8 70.0 71.3
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ESAI Domestic Natural Gas Demand Forecast Through 2016
(in billion cubic feet)
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Power
TOT Forecast/Year 6,372 6,709 7,025 7,376 7,745 8,155 8,539 8,966 9,414 9,885
Forecast/Day 17.5 18.3 19.2 20.2 21.2 22.3 23.4 24.6 25.8 27.1
Net Change 303 337 316 351 369 410 384 427 448 471
Percent Change 5.0% 5.3% 4.7% 5.0% 5.0% 5.3% 4.7% 5.0% 5.0% 5.0%
Percent Mkt Served 28% 29% 30% 31% 32% 34% 35% 36% 37% 38%
Industrial
TOT Forecast/Year 6,546 6,525 6,468 6,429 6,391 6,370 6,314 6,276 6,239 6,201
Forecast/Day 17.9 17.8 17.7 17.6 17.5 17.4 17.3 17.2 17.1 17.0
Net Change (40) (21) (57) (39) (39) (21) (56) (38) (38) (37)
Percent Change -0.6% -0.3% -0.9% -0.6% -0.6% -0.3% -0.9% -0.6% -0.6% -0.6%
Percent Mkt Served 29% 29% 28% 27% 27% 26% 26% 25% 24% 24%
LDCs
TOT Forecast/Year 7,949 8,010 8,028 8,068 8,109 8,172 8,190 8,231 8,272 8,313
Forecast/Day 21.8 21.9 22.0 22.1 22.2 22.3 22.4 22.6 22.7 22.8
Net Change 40 62 18 40 40 63 18 41 41 41
Percent Change 0% 1% 0% 0% 0% 1% 0% 0% 0% 0%
Percent Mkt Served 35% 35% 35% 34% 34% 34% 33% 33% 32% 32%
Fuel & other
TOT Forecast/Year 1,591 1,576 1,583 1,591 1,599 1,612 1,615 1,623 1,632 1,640
Forecast/Day 4.4 4.3 4.3 4.4 4.4 4.4 4.4 4.4 4.5 4.5
Net Change (16) (16) 8 8 8 12 4 8 8 8
Percent Change -1% -1% 0% 0% 1% 1% 0% 0% 0% 0%
Percent Mkt Served 7% 7% 7% 7% 7% % 7% 6% 6% 6%
Total Demand 22,458 22,820 23,105 23,465 23,844 24,308 24,659 25097 25557 26,040
Total Demand//Day 61.5 62.3 63.3 64.3 65.3 66.4 67.6 68.8 70.0 71.3
Net Change 287 361 285 361 379 464 351 438 460 483
Percent Change 1.3% 1.6% 1.3% 1.6% 1.6% 1.9% 1.4% 1.8% 1.8% 1.9%
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